
 
June 8, 2004 
 
Honorable Board of Commissioners 
Community Development Commission 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 
 
Honorable Board of Commissioners 
Housing Authority of the 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 
 
Dear Commissioners: 
 

APPROVE CHANGES TO THE COMMUNITY DEVELOPMENT COMMISSION’S  
DEFERRED COMPENSATION PLAN (ALL DISTRICTS) 

(3 Vote) 
 

IT IS RECOMMENDED THAT THE BOARD OF COMMISSIONERS OF THE 
COMMUNITY DEVELOPMENT COMMISSION: 
 

1. Approve and authorize the Executive Director of the Community 
Development Commission to adopt the restated 457 Deferred 
Compensation Plan & Trust (Plan) administered by ICMA Retirement 
Corporation.   

 
2. Approve changes to the 457 Deferred Compensation Plan vesting 

schedule, making all prior and future employer matching contributions 
fully vest at the time of contribution to each employee's account, effective 
upon Board approval.   
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IT IS RECOMMENDED THAT THE BOARD OF COMMISSIONERS OF THE 
HOUSING AUTHORITY: 
 

1. Approve the Community Development Commission's restated 457 
Deferred Compensation Plan & Trust (Plan) administered by ICMA 
Retirement Corporation.   

 
2. Approve changes to the Commission's 457 Deferred Compensation Plan 

vesting schedule, making all prior and future employer matching 
contributions fully vest at the time of contribution to each employee's 
account, effective upon Board approval. 

 
PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION: 
 
Adopting the restated Plan is needed for Commission employees to realize the benefits 
of the Economic Growth and Tax Relief Act of 2001, the Job Creation and Worker 
Assistance Act of 2002 and Internal Revenue Code Section 457 regulations released by 
the Internal Revenue Service (IRS) in 2003. These Acts and regulations include an 
increase in the amount Commission employees can save on a pre-tax basis by 
contributing to the Plan, and also ease restrictions on distributions, allow rollovers into 
the Plan from eligible rollover plans of other employers and permit loans.  
 
Changing the Plan's vesting schedule is needed due to how the above Acts and 
regulations govern contributions that vest over time, and the earnings on those 
contributions. Furthermore, federal hospital insurance tax withholding is difficult to 
calculate under the current schedule, because the employee and employer tax is due 
when the vesting occurs and not when the contribution is made to the account.   
 
The Board of Commissioners of the Housing Authority must approve the restated Plan 
and the change to the vesting schedule, because Housing Authority funds are used to 
pay for the salaries and benefits of Community Development Commission personnel 
performing Housing Authority functions. 
 
FISCAL IMPACT/FINANCING: 
 
There is no impact on the County general fund. There is also no fiscal impact related to 
restating the Plan.   
 
The Commission currently fully funds and budgets the employer matching contribution 
to the Plan, however, when participants leave Commission service before they earn five 
years of vesting service, a portion of the employer matching contribution is retained by 
the Commission.  With the change in the vesting schedule, the Commission will not 
retain a portion of the employer matching contribution if a participant leaves the 
Commission before completion of five years of service, but since most participants have 
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more than five years of vested service, the forfeiture balance is insignificant in relation 
to the Commission’s total matching contribution.   
 
FACTS AND PROVISIONS/LEGAL REQUIREMENTS: 
 
On June 25, 1985, the Board authorized the Commission to establish a deferred 
compensation plan under Section 457 of the Internal Revenue Code. The Plan, 
administered by ICMA Retirement Corporation, allows employees to save toward 
retirement by making pre-tax payroll contributions.  
 
On June 5, 2001, the Board authorized the Commission to implement a matching 
contribution to the Plan similar to that provided to County employees in the Deferred 
Compensation and Thrift Plan.  Currently, participants who leave Commission 
employment before they earn five years of vesting service in the Plan forfeit a portion of 
their matching contribution. The vesting schedule consists of 10 percent each year for 
the first four years, with the remaining 60 percent vesting at the end of the fifth year.  
 
The new IRS regulations make clear that the Section 457 total yearly contribution limit 
must be calculated as the sum of the employee’s personal contribution, the 
Commission’s matching contribution that vest in the applicable tax year, and any past 
earnings on those vested amounts. In addition, the Hospital Insurance Tax must be 
levied when the amount is vested and not when the contribution is made to the account. 
There is no feasible accounting and record keeping method to implement the required 
changes in calculating and monitoring the Section 457 limit and the hospital insurance 
taxable amount under the Commission's current vesting schedule, because the vested 
amount  is determined only after the close of the tax year. 
 
The Board approved similar actions to the County’s Deferred Compensation and Thrift 
plan on August 12, 2003.     
 
County Counsel has reviewed this letter.  At its meeting of May 19, 2004, the Housing 
Commission recommended approval of these actions. 
 
IMPACT OF CURRENT PROGRAM: 
 
Adoption of these changes will ensure compliance with federal regulations and improve 
the ability of employees to plan for retirement.   
 
Respectfully submitted, 
 
 
CARLOS JACKSON 
Executive Director 
 
Attachment: 1 
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